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_ I AM PLEASE-TQTB HEREIODAY J-O T -DISCUSS -iITH YOU THE C EN" E :A:L

ACCOUNTING OFFICE REPOT DFUING OF-STATE AND LOL Co'-tNT PENSION

PLANS: A RA1TIONAL -PROBLE J I WILL TOUCH BRIEFLY ON WHY WE UNDERTCOK THIS

STUDY AND HOW WE CARRIED IT OUT. BUT MAAINLY, I WILL TALK ABOUT WHAT WE

FOUND OUT AND OUR CONCLUSIONS AN RECCVMEEDATIONS,

: -- iICCNGR MsSI-is LONG BEEC CSE~~-C ABOUT 7HE- CO-NDITIO OF STATE 1\NDQOCAL

-PENSION -PLAN7 THE EV.POE RETERE1EN INCOMEVE SECJ2 IT? AC7 cF- 1974 C:A"

FOR STUDIES OF. WHETHER SIMILAR LEGISLATION WAS NEEDED FOR PU3LIC PENSION

PLANS, SINCE ThNJ A SU1iER OF BILLS HAVE BEEN INTRODUCED TO REGULATE STATr
PLA-N .-S -- .T.E, A : .. RI .. A

AIND LOCAL PENSION PLANS, THE LATEST PROPOSAL BEING H. R. 6525, INTRODUCE IN - -

FEBRUARY BY CONGRESSMEN THOMPSONI AND ERLINRN, 

7. _. ;~z.

. ..~~/



One function of the General Accoun ting Office is to assist Congress

by providing information, and Congress has asked us to study various aspects

of State and local government pension plans. Accordingly, we undertook

this study to provide information on the condition of pension plan funding

to assist the Congress in their deliberation on the need for legislation.

PENSION PLAN FUNDING PRESENTED AN EXTRAORDINARILY DIFFICULT ISSUE,

TH.ERE IS NO CLEAR AGREEMKENT ON HOW PENSION PLANIS SHO-rULD B FUNDZED HOWI LARGE

A FUiND SHIOULD BE CREATED., HOW FUNDING REQUIREMjENTS SXCIJ'LD BE VMET,

IT- H-AS BEEN ESTIMATED ThAT THE UNNFUNQD~ ACCRUED LTL'_13ILITIES OF AlLI

STATE AND LOCAL GOVERNMEHNT PENSION PLA~NS WERE AS MUCH AS $175 B ILLION IN

I0757A~~~~~ID-ThESELIA~~~~~~~ILITIES1 AE GONSNETN

Au-OsT'-ALL PUBLIC AND PRIVATE PENSION: PLANS HAVF 'U",F U l'dD ED ACCRUED

LIABILITIES AND WILL CONTINUE TO HAVE SUCH LIABILITIES FOR INANMY YEARS,

THE CENTRAL ISSUE IN FUNDING IS WHETIhER A COYMIPWENT EXISTS TO ACCUMULATE

ASSETS EQUAL TO THE ACCRUED-LIABILITY IN AN ATTIE "PT TO EL i"MUATW-E THIS

- THE .A.JOR PROBLEM POSED TO STiATfEEAD LOA OE~NS YAYSTN DRD

-FOR FUNDING,, ESPECIALLY FEDERAL STANDARDS LIKE ThOSE IPSED UPON PRIVATE

EM~PLOYEES), WOULD BE: HOW MUCH VORE THEY WOULD HAVE TO PAY EA.CH YEAR DUIRI NG

Th E AORTIZATION PERIOD TO FINANCE ThE UNF-UNDED ACCRUDE LIABILITY,

x~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~7
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SCOPE OF 211JDYN4 APPROA'CH

OUR PURPOSE WAS TO. INWESTIGATE THE POTENTIAL FIN-AMCIAL IMPACT OF

PENSION FUNDING REFORM, To THAT END, WE LOOKED AT A BROAD SPECTRUM OF

PENSION ACTIVITY IN STATE AND LOCAL GOVERIMENTS, VTz- SELECTiON OF PENSIOtC..1

PLANS WAS JUDGPi~'TAL AND THEREFORE WAS NOT REPRESENT.ATIV'E OF ALL EXISTING
PLANS'i, AE. USED THE ERISA STANDIIARD FOR FUNING PRIVATE PLA-,NS AS ThE CRITERION

IN ANALYZING THE SELECTED STATE AND LOCAL PLANS.J. hk?-EvERJ. WE DO NOT T'AKE A

POSIT-ION ONI WHAT THE FUNDING STANDARD FOR STATE AND LOCADL PE-flSION PLANS SHOULD

BE,

ThE FUDIOF 72PaNSION PLANS ADAIITRmD B~ ~8 STATES
_AND`2& lOCAL4GOERN? NTS-W1TI TiS TTS TE FLAN EX01NINED COVER AEOUJT'

L4 M--ILLION ACTIVE MIEMBERS AND PAY PENSIONS TO ABOUT L25,0W0 RETIREES OR
BENEFICIARIES1 . T'HE 72 RETIREIMENT SYSTEMS PAD ASSETS V/ALUIED AT$83 HILO

AIND UNFUNDED LIAB3ILITIES OF ABOUT $29 BILLION, THIE CGOVERNMENTS CONTRIBUTED

VA, BIH 103-TO THE LISDUNGTE FIACIL YEAR, SELECTE-DO RE /IEW.

PENNSYLVANIAv AND WISCONSINERTESTTSS FEDPCDFERT PAR'TS

oF -rHF lA+TCQM AND RE=PRFSaElNTlG DrFFERENT APPROACHES TO0 PR lSIONFUNGI~

IN EACH-STAE WE- REVIEWED THE -PENS'ION PLANS.OF SEL ECTEDM LOCAL GOVERNMENTSIT

LARGE., M ED I UM, AND SMALL POPULATIONS, GENERA-LY., 'I'E E<X,~1N'inE AT LEAST ONE
PLAN ADMINISTERED BY TIHE STATE. GOVERMMENT AND ALL. OF T HE PLANS UNDER THE

SELECF& LO~~~~~~~~~~ GOVERNME-N--- TS- , -- - - - ---- ----



FOR THE 34 GOVERNMENT ENTITIES IN OUR RE'IEK, L USED THE PLANS'

FINANCIAL DATA FOR THE MOST RECENTLY COMPLETED FISCAL. YER. FOR MOSTf PLANS

VIE OBTAINED THE MOST RECENT ACTUARIAL STUDIESi MADE A CURSORY EVALUATION,

AND FOUNDI THAT THEY WERE GENERALLY PREPARED IN ACCORDANCE WI il RECOGNIZED

ACTUARIAL PROCEURESJ ALTHOUGH THESE PROCEURES DID NOT NECESSARILY COMPLY

- \WITH THOSE REQUIRED OF PRIVATE PLANS UNDER EISA, iHERE ACTUARIAL STUDIES

FOR TrE PENSION PLANS WERE NOT AVAILABLEJ OUR ACTIUARES ESTIATED. THE UNFUNDED

ACCRUED LIAE3ILITIESS

RE S ULTS C F Sh

- -STATE-ANa; LOCALOFFICIALS -ARE GENERALLY AWARE E NE E_FOR SOUNDO-:

: ACTUARIAL FUNDING OF --PENSION-:SYSTEMS,7BUl--TThEY ViDIq 1ITH- APPREHNSION THE-

FINANCIAL IMPACT OF- ImPOSING ERISA-TPE FUNDING STA4 QAPMlS ON PUBLIC PENSIONS -

AN iERTSA-TYPE MINIMUM FUNDING STANDARD FOR PUBLIC PENSIONS WOULD REQUIRE AN

ANNUAL CONTRIBUTrON TO COVER ThE NORMAL COSTS PLUS THE AVOUNT NEEDED TO

AMORTIZE THE EXISTING UNFUNDED LIABILITIES OVER A SPECIFIED- FUTURE PERIOD.

j OPST~m=;P=SSIN-P9NSJt Nh P:UIPR7ZATIC-N L~~~-F msomPL-ANs~ -EUR SZ P.'QRTZ 
-.. .. =- . ~ -- ,.~ =-.A', I . . , - ..

__ EQUAEh4ANUAt~§INSTA-,-STh. =- -.- - -

OF THE 72 STATE AD LOCAL PENSION PLANS WE REVI iED, 19 tEf THE ERISA

- INIMUM FUNDING STANDARD FOR PRIVATE PENSICN PLANSI 1k OThER 53 PLANS WERE

NOT RECEIVING LARGE ENOUGH CONTRIBUTIONS TO SATISFY ThE ERISA FUXDING

STANDARD, IF THE 53 PENSION PLANS-11 STATE AND 412 LOCAL CALGOVERNENT SYSTEMS-

AECPTED AN ERISA4-TYPE FUNDiNG STANDARDS IT WOULD REQWiPRE AN ADDITICNAL $1,4

- BILL-rONANNUAL i -J'AANY -OF- THEM J 'TIBUTIIS TO SCOME

Oc -THEIRI PLAN:S B'- iR -rHm1 PERCENfT), A FE?'9 BY V- `F'iJQ PERCE-NiT,

.4



*THE COSTS UNDER ERISAJ IN ADDITION TO EXISTING PENSION COSTS, WOULD

REQUIRE THE EQUIVALENT OFUP To 49 PERCENT MORE OF IIE TAX REVENUES OF:THE
AFFECTED JURISDICTIONS, FOR EXN4PLE, TO MEET THE ERISA, FUNDING STANDARD

IN PITTSBURGH., PENSION COSTS WOULD REQUIRE ABOUT 33 PERCENT OF TAX REVENUES.,

CCMPARED WITH THE 13PERCENT NOW GOING FOR RETIREMEN COT ACCORDING TO

A PI-TTSBURGH OFFICIAL, FUINDING OF THE CITY'S PENSION PLANS UP TO THE ERISA
STANDARD COULD LEAD TO BANKRUPTCY, IN READING, PENNSY~LVANIA, PENSION FUNDING

UNDER ERISA wouLD TAKE AN N'1.OUNT EQUAL TO ABOUT 41Q PERCENT OF TAXES, COMPARED

WITH1 THE 15 PERCENT CURRENTLY CONTR IBUTED. A BEAD I NG C ITY OFFICtAL BELIEVED:

THAT THE CITIZENIS WOULD RESIST ANY TAX INCREASE FOR PENSIOil FUNINIG, CLEARLY,

ADDED PENSION COSTS TO MEET AN ERISA-TYPE AM~ORTIZATION1 STANDARD WOULD BE A

7,DEVASTATING;:DRAIN-EONTHE INCOM~ES OF SOCMEJUR.ISDICTION1S, -

THE MANY LCAL RTRMN YTM HT R NOT ArCTUARIALLY~ FUN.D ED: -

THREATEN CITIES WITH SEVERE FUTURE FINANCIAL DIFFICULTIES., WHICH IN TURN,

WOULD AFFECT THE STATE GOVERNMEENTS. A SYSTrEPATIC FUNDING PLAN FOR Niv.RTIZING

THE UNFUNDED LIABILITY OVER A SPECIFIED PERIOD COULD HELP AVERT FISCAL

~~ DLSASTE7, A ItE~~ NTA OA GOVER.i' MENTSI

To'iLLUSTRATE THE NEDRSYSTIEMATIC LONG-TRn FUNDING ~E SELECTED

N. ThREE PENSION PLANS NOW ON A PAY-AS-YOU--GO BASIS, ONE IN BOSTCN,~ ONE IN

PITTSBURGH, AN~D THE DEAAESAEPLICE PENSION PLAN. W~ RJCE HI
PENS ION COSTS ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~FOR 4 1 YEW. S., BOTH UNDER THE PAY-AS-YOU-GO MlErHODI ANDUNE

ACTUARIAL FUNDING AS PRESCRIBED BY ERISA.

7~~~



THE PROJECTIONS FOR ALL THREE PLANS SHOW THAT ANNUAL COSTS FOR PAY-

AS-YOU-GO FUNDING ARE INITIALLY L ESS ThAN THOSE FOR ACTUARIAL FUNDING.

HOWVtER, PAY-AS-YOU-GO FUNDING COSTS EVENTUALLY EXCEED ThE ANNUAL COSTS OF

ACTUARIAL FUNDING.- UN~DER ACTUARIAL FUNDING, AFTER ~40 YEARS THE INITIAL

UNFUNDED LIABILITY WILL HAVE BEEN COMPLETELY AMICRTMIZ)i SO THE ANNUAL

CONTiRIBUTION WILL DROP TO THE AYOUNT NEEDED TO COVER N~CPVAL COSTS, UNDER

PAY-AS-YOU-IGO FUNDING., ON THE OThER HANDJ AFTER L40 YEA-:'RS THE UNFUNDED

LTABILITY WILL HAVE GRO0Ai TO ENOIRV'OUS PROPORTIONS) AND, THE ANNUAL PAYOUT WI ILL

CONTINUE TO INCREASE,

, FoR-EXNmpLEr:ThEWEDLAwARE -STATE POLICE LNA&C~P~'E~llHi

AN ACTUARIALLY~ CALCULATED -UMFUNMD-LIABILITY OF OY/ER _2
Ci:m:,AND WAS

-ONA PAY-~AS~-YCU-Ga-BASiS- rRoJECTIO1 OF- PENSION COSTS FOR THIS PLAN SHOWS

THAT PAY-AS-YOU-GO YEARLY CONTR.IBUTIONS WOULD EXCEED ACTUARIAL CONITRIBUTIONS

BY THE 1,7TH YEAR) ASSU~MIN A 140-YEAR AmouRTzATIO PERIOD1,

0_ LH2YA-O-COAtSTLE.UUN LIA-3iiTY 71IS PROJECTED IO

I WCREAS-A~rER-~WJ~-~YEAS~BrABOU 3-1/2 IIES~-~FRCM- $8 MlILION To $2
~LLICN, T"CRTIZA~iN AT ThE ND O F 04 Y EARS OF THE-- DC REA S E LIABLT

OVER A 40-YEAR PERIOD AND Th4E PAYMEENT OF NORMAL COSTS W~OULD REQUIRE A

YEARLY PAYm~eNT OP ABOUT $43 MILLION., AN AMOUNT ALMO.ST FIVE TIVEES GREATER

THAN THE AMOUNT REQUIRED TO.START AMORTIZING THE SE TER 19/6 UNFUNDED

LIAB3ILITY,

6. 



STATE AND LOCAL OFFICIALS HAVE OFTEN FOUo I T EXPEDIENT TO posTPONE

PENSION REFORM, LEAVING IT TO FUTURE OFFICE OLDERS TO RAISE TAXES AND

INCREASE GOVERNMENT CONTRIBUTIONS TO REIREMENT TPUST FUNDS. - LsO, THE

CONSTITUB 1UC OF THE GREATLY DEXPAND BODY OF STATE AiND LOCAL EMPLOYEES

HAS BROUGI-T PRESSuR£ FOR ENLARGING FRINGE BENEFITS, INCLUDING PENSIONS.

HEWiCE. PENSIONS ARE OFTEN INCREASED V1ITHOUT PROVIDING ADErUATE FUNDING,

A CONCESSION THAT DES NOT RAISE CURRSET COSTS SIGNIFICANTLY) BUT S

RAISE UNFUlDED LIABILITIESI

HotwEER, A NUH3ER OF STATE AND LOCAL GOVERNMENTS HAVE BEGUN TO TACKLE

'HE, PROBLEM_-OF ENSIO(~I~ PalsIom REFORM ACTIONS TAKEN RANGE FROM

*FT- : Di - : -*TO ADOPTING - --

TO SOLV I -

A MAJOR OBSTACLE TO PENSION REFORM IS THE I SEDIATE COS IMAC

BECAUSE OF VOTER OPPOSITION TO TAX INCREASES, STAE AND LOCAL GOVERyES

ARE- USINGOi cOs0l IG iThR APPRACES TO. F !_NANCE PENS ION REFORM'S,

__ SO~~ -~-~-----~ 
_ 

hEIR. PElSSS1ON: PROVisibONsA LOKIN

FOR- AYS TO COfrCL OR REEUCE P IENStN COSTS,

i00- f tzas Mlf iC-0f,. - - -- 7



NATIONINIDE VOTER RES ISTANCE TO TAX INCREA'SES R-LS BEEN' SPOTLIGHTED

BY THE MUCH PUBLICIZED PROPOSITION 33, THE INITIATIVE OVERINHELMINGLY PASSED

BY CALIFORNIA VOTERS IN JUNE 1978. PROPOSITION 13 DRASTICALLY CUT BACK ANDM

LIMITED LOCAL PROPERTY TAXES, A MlAJOR SOURCE OF REVENUES FOR PENSION FINANCING

3Y LCA1~ GOVRI~1NTS.IN Los A~NGELES, FOR EXAMPLE, OVER 53 PERCENrr OF, ThE

PROPERT TAXES COLLECTED IN 1977 wENT ITCORBUIONS TO RETIREE'IT

SYSTEMS. Los ANGELES AND OAKLAND -OFFICIALS SAID T1HAT PROPOSITION 33 WOULD-

SEVERELY HAMIPER ANY COMPLIANCE WITH AN ERISSA-TYPE FU1NDING REQUIREMENT. IN

BOTHr CITIESp SERVICES ANfD PERSONNEL WOULD HAVE TO BE CUT IN QPDE:R TO FU-Dl

PENSITON COSTS,

:.-FOR -FUDi G E OSOAL-VERNPMENTS EVE'RY7K}iERE..LCOK -OTE.STATE

FOR RELIEFFoR SAJiPLEJ _'LOCAL_ OFFICIALS IN MASSACHIIUSETTiS DO NOT FEEL AL

TO N~TITTE--PNSONREFORM WITHOUT-STATE FINANCIAL EO1Z

-

OFCIALS OF THE ThREE CITIES WE VISITED IN r 'SSACHUSTSWR O

W ILLI NG, TO BEGIN- FUNDING THEIR PENSION SYSTMIS ON A VOLUNTARY BASISj MID

ThY-- S7f;HT~-tT~t~SA ORFEDEAL- C I ~ACAL S~-UP~e}RT- th-7FE-BUIRDENIO

-; ...-.-.-.-- ~ F~IN~OU ME~LOL~PRPE~TYL- TAX. RATES..ThATf WKERE ALREADYr TOO HIlCR-.

THE POINT WAS:.UNDERSCORED BY i'SSAChLSETTS VOTERS 01iV?' E 98

_WHEN ThEY- OVERWHELMINGLY. PASSED AN INITIATIVE TO PREVENT SH4ARP INCREASES

.R~ RESIDENTIAL PROPERZTY TAXES3

.~~~~~~~~~~~~~~~~~~~~~.



TH E DEPUTY MAYOR OF BOSTON VIEBED THE PROBLEM OF PENSION REFORM IN

LIGHT OF THE PRINCIPLE OF POLITICAL AND FISCAL ACCOUN3ABILITY: THAT THOSE

V'tho MANATE, COSTLY MEASURES SHOULD BEAR SOMiIE OF THE COSTS THAT THEY WOULD

IMPOSE ON LOCAL GOVERNMeS THE DP YR POINE OU T, BEUSE

1HE STATE WROTE THE PENSION LAW THAT MKA"ATE PAY-AS-YOUfGO FINANJCING IN

THE PASTo IT SOuLD HELP LCAL GQ/ERnrEiTS WITH THE RESULTING FINANCIAL.

BURDEN.

GIVEN THE OBSTACLES TO OVERT TAX INCREASES. SCM. STATES ARE USING OR

CONSIDERING OTHER APPROACHES TO FINANCE PENSION REF02ESj INCLUDING EXTIEDING

BXPIRING TAXES, SUBSTITUTING USER CHARGES FOR TAXES, Aj1D USING FEDERAL REVENUE

SHARING FUNDS.

SOME JURISUICTIGNSo LN LOOKING FOR WAYS TO SOFTEt THE FUTE IMPACT OF

UNFUND& PENSION BENEFITS H4AVE REEXAMINED THEIR PENSION PROVISIONS AND

FOUNM -TWkT THEY CAN REDUCE PENSION COSTS BY () CO'TLG BENEFITS SUBJECT

TO ANNUAL ADJUSTMJENT SUEC- AS COSTOFtLIVIlIG INCREASES, (2) I MPSING TIGHTER

.- - -., .. . -,,, . .S .F. - -

ELIGI-.LITY STANDAP ISI4ING NEW PLANlS WIITH LO''WER BENEFIT FOR

~NE?~ HIRES, A1'B - (4 , INTE~ATING PeISIGN PLA- BENEFITS WITH SOCIALSERITY

> ''-¢g'3EN -ST ;,H'', s ' 



FEDERAL REGULATION CF
PUBLIC PNSLON LPLNS

WLITH RESPECT 'TO FEDERAL REGULATION OF PUBLIC PESICN PLNS., THERE IS
A QUESTION AS TO lTE EXETrr OF THE FEDERAL OVERwNMSr' S AUTHORITY -TO REGULATE
STATE AND LOCAL GOVERNMENT PENSION PAS PARTICULy IN VIE OF ThE SUPREPE

COURT'S DECISION IN 1AT1OMALLE OF CiTI V. , THIS DECISION RAISED
REAL BUT UNRESCLVD QUESTIONS ABOUT WHETHER THE FEDraL CoVN rENT CAN REGULATE

SUCM PENSION PLANS UNDER ITS AUTHORITY TO REGULATE INTERSTATE COM'7lERCE U;NER
THE COIq,1ERCE CLAUSE OF THE U.S. CONSTITUTICN, .LTHOUGH THIS DECISICN DOES

NOT APPEAR TO PRECLUDE FEDERAL REGULATION OF STATE AND LOCAL GC-0ERWEhiT

PENSION PLANS UNDER OTHER SOURCES OF CONSTITUTIOMAL AUTKGRITYJ SUCH AS THE_
ING S AN])D THE PIERS TOIO--. T PPsOPE RCHS -

-;-- E. QUESTI OM WY- SUat-AUTHORITY MAY BE USED HAS 'Ng YET BEEi RESOLVED --

N-- ITHSTANDING Trs uNCERTAINTY, THE FEDERAL 6 VERNT DOES HAVE A
DIRECT INTEREST IN STATE AND LOL cr PENS il PLANS THROUGH ITS
GRANT PROGRAPMS GAG ESTI1ATES TFAT ABOUT $1 BILLION IN RETIREHENT CONRIBUTIONS

I-BE- A)D_ LOCAL ,C-OPVER}ENTS UzDER FEDERAL GRANT -

-:PROGRAS, TiIs APCUNT WOUlD IlMEASE CONSIDERABLY . 7THE STATE AM LCCAL
GOVERNMETS WqERE REGU I RED TO ADHERE TO THE FUNDING STAWDRDS OF PRIVATE PLANS

- m- .,. , ......l ,0 :; -. : ..... , , -, . ; -w



* CCNMS IONS

GAO CONCLUDED THAT PENSION REFORM AT THE STATE AlD LOCAL LEVELS IS

M.OVING SLOaLY, AND THE PROSPECTS FOR SIGN4IFICANT IMVPROVaENT IlN THE FORE-

SEEABLE FUTURE ARE NOT BRIGHT : 

-IT IS CLEAR THAT, TO PROTECT THE PENSION BEUEFITS EARNED BY PUBLIC

EPIPLOYEES AND -10 AVERT FISCAL DISASTER, STATE AND LCCAL CGCERNP'iENTS SHOULD

FUND THE NORMAL OR CURRENT COST OF THEIR PENSION PLP3JS ON ANJ A;NUAL BASIS

AND AMPORTIZE THE PLANS' UNFUINED LIABILITIES,

: iLTHOUGI-1 SPONSORING GOVER ENTS- ARE RESPONSIBLE FOR SCUND FUlZING OF

:-STATE AND LOCALiGOVER?!eNT PLANS THE FEDERAL GOVERNT HAS A SUBSTANTIAL - - ;
::~~~~~~~~~~~~~~fls - - :-:,.-- :.:_ ----,--D,_--_: 

l--IMREST-.1N. T-HESE--PENSlCN:P0 IJANY JURISDICTIONS HAVE RELIE f.OREAND I'ORE

OIN FE)ERAL- GRANT FUNDS AND REVENUE SHARIN TO HEL NEE PENSION PLAN COSTS.

THESE PLANS DIRECTLY AFFECT THE CONTINUED WELL-BEING MTZ SECURITY OF MILLIONS

-OF STATE AND LOCAL GOVERNMENT YlPLOYEES AND THEIR DEPDS,

OFSTATE AND LOCAL GOVERNM?~PLN ASNTBENT R ESOLVENT
frG , ER=~~~~~~~~~~~~~~~~~S~t? o -HsRF, GU9

y - _ ~ ~ ~ 8 _ ; .N_-=TERM: r , IAL._ I TYs -' c =i'_ _ r_ ._ _._ ._._._. _ _ -SLATI- N -L -- OF¢IES -Et-CN- - -

FI ORITY TO REULATE

STATE-A LOCAL GOVERNM~ff PLANIS HAS NOT BEhN RESOLVED.-.:



PECCENiDATION. TO THE MILGESS

ACCORD I tLY, GAO H-AS REC71MENDED THAT THE CONG-RESS SHOULD CLOSELY

MON ITOR ACTIONS TAKEN BY STATE AND, LOCAL GOVERNMENTS TO IMPROVE THE FUMDING

OF THEIR PENSION PLANS TO DETERMINE WHETHER AND AT WilAT- POINT CONGRESSIONAL- 

'ACTION MAY BE NECESSARY IN THE NATIONAL INTEREST TO PRDEVENT FISCAL DISASTER

AND TO PROTECT THE RIGHTS OF EMPLOYEES AND THEIR DEFEi' ZiTS,

CMISETS OF STATE AMD LOCAL GGVEWHEfTS.,

FEIEPAI JAGUICIES IMD OPER~ INTERESTED PEART IES

THE CONSENSUS AP)MNG ITHOSE WHO CMAPENTED ON OUR REF-C-R- WAS THACT FUNDING

-OF-PUBLICI-PENSIN PLNS IS A-SERIOUS PROBLEM; AAOWDEVE-_R, 7hER EI SISNO CLEAR

AGREEMENTf ON WHAT ~ThE SOLUTION S -iOULD BE~ 1N E E~TA ANY "FUN~D NG-

STANDARD FOR PUBLIC PLANS SHOULD BE LESS'DEMAND ING THAN TE STANDARD INPOSED

ON4 PRIVATE PLANS, THE PERCENT-OF-PAYROLL APPROACH TO FEENSION FIJNMMN WAS

THE ONE FAVORED BY MANY OFFICIALSI,

i~37~HEREWAS GENERAL OPPOSI If[Q FtERAL ROLEiWESABLlSHINGA

FUNDING- STANDARID- FOR STATt ?JND~ LCLCOePMENTPENMSIC3t PI-ANSI ~S

OFFICILS ARUE ThTH TE FEDERAL C-ovEMi~rr HAS NO EEL T ADEQUAITELY WIT

ITS OWN PENSION FUNDING PROBLES ASE/D~B h ORYFUNDED SOCIAL

SCECURITY SYSTEM AND THE PENSION PLANS FOR FEDERAL PERSCMNEL.

7~~~1




